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Abstract— Supply Chain Finance (SCF) is a 
relatively recent thinking in Supply Chain 
Management literature. In article the comparative 
characteristic of the main instruments of bank 
financing of foreign economic activity (foreign trade 
activities) reflecting specifics of each tool and the 
main criteria for selection of financing of a concrete 
type by subjects of foreign trade activities is given by 
considering the supply chain strategy. For this 
purpose the main instruments of financing of foreign 
trade activities are defined and also schemes of their 
functioning, subjects of the relations, advantages and 
shortcomings are considered. As the main 
instruments of financing of foreign trade activities 
such tools as the letter of credit, leasing, factoring and 
forfaiting are analyzed. On the basis of statistical data 
the current state of foreign economic activity is 
analyzed, the trends of development of economy 
influencing activity of subjects of foreign trade 
activities are revealed. The standard and legal aspect 
of functioning the credit-substitutive tools in Russia is 
considered, the current and potential changes capable 
to influence further development of bank financing of 
foreign trade activities are analyzed. The system 
assessment of instruments of financing of foreign 
trade activities in terms of nonspecific risks is carried 
out. The problems interfering full and effective use of 
such foreign trade activities tools as factoring and 
forfaiting are revealed. As a result of a research the 
problems interfering development of instruments of 
bank financing of foreign trade activities in Russia 
and also the reasons constraining introduction of 
separate foreign tools in the Russian financial market 
are revealed. Conclusions that additional stimulation 
of development of factoring has reasonable character 
as the greatest advantage to the participant of foreign 
trade activities is reflected in increase in a turn and 
the profit of the organization are received. At the 
same time forfaiting can become an alternative to the 
usual credit in the long term as would allow the client 
to receive all sum of shipment at once, to issue longer 
delay of payment. 
Keywords— foreign economic activity, exporters, 
importers, international trade, supply chain policy, bank 
financing, credit, bill, overdraft, factoring, forfaiting, 
letter of credit, leasing, credit risk, insurance of risk. 
1. Introduction 
Financial supply chain management (FSCM) is a 
management discipline at its infancy, which has 
emerged in Supply Chain Management (SCM) 
literature and gained further acknowledgement and 
interest by researchers mostly due to the global 
economic crisis and financial turmoil the crisis 
entailed. In the conditions of the accelerated 
development of world economy and trade and 
economic cooperation effective functioning of the 
enterprises is impossible without their accession to 
the international economic space. At the same time 
entry into foreign market represents the difficult 
process requiring the solution of a number of 
consecutive tasks. As a rule, the organizations 
wishing a message foreign economic activity 
(foreign trade activities) face such problems as 
minimization of risks, development of competitive 
advantages, reduction of expenses and 
rationalization of use of resources. Today one of 
the most burning issues interfering entry into the 
international market is reliable financial security of 
activity of the organizations. In this regard there is 
a need of search and development of effective 
instruments of financial security of foreign 
economic activity that will allow to create further 
the strategy of financing of the company and to 
expand its activity. 
Financing of foreign trade activities became an 
integral part of activity of many banks. As products 
in the field of financing of the foreign trade 
operations banks offer also credit-substitutive tools, 
such as letters of credit, bank guarantees, forfaiting, 
target credits under guarantees of foreign credit 
agencies.  
Now especially topical issue of bank financing of 
foreign trade activities in Russia which will allow 
subjects of foreign trade activities to receive the 
most suitable financial security of activity and also 
will expand a range of the provided services of 
banks and will provide their competitiveness in the 
international financial market. 
Thus, the purpose of article is the analysis of 
specifics of modern tools on assistance to financing 
of the external economic transactions with 
development of recommendations about 
improvement of a system of bank financing of 
foreign economic activity. The instruments of 
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financing of foreign trade activities offered by the 
Russian banks and having application potential in 
Russia act as an object of a research. Objects of 
research are the principles of application by banks 
of all existing instruments of financing of foreign 
trade activities. 
2. Review of Literature and 
Research Methods 
Supply Chain Management (SCM) is nowadays 
well established within large organizations as a 
major tool which offers competitive advantage in 
terms of cutting down the cost of goods and 
simultaneously improving customer service.  Many 
publications and printing editions as in modern 
conditions the banking sector even more often acts 
as the guarantor of carrying out the international 
transactions and "support" of the Russian 
companies are devoted to a question of bank 
service of foreign trade activities. 
Comparison and the description Russian and 
foreign models of the credit and currency relations 
can be found in N.A. Saifullina [1], L.N. Krasavina 
[2, 3], G.A. Haydarshina's editions [4, 5]. Authors 
pay special attention to integration of domestic 
economy into world and also pay attention to high 
interdependence between financial systems of the 
countries which was built in a consequence of 
transition of national economy from centralized to 
market, brought closer to the international 
standards and norms. 
Methodical bases and the economic maintenance of 
the current forms of bank financing of foreign trade 
activities can be found [6-11]. Follows from works 
that a set of tools of bank participation represents a 
value which in stimulation of economic growth is 
not exhausted yet. 
Aspects of project financing by credit institutions 
of economy are considered in works [12-15].  
The external economic component of activity of the 
organizations can become the key driver of 
development of the country. Approaches to the 
solution of problems of financing of foreign trade 
activities are considered in [16-18].  
However the overwhelming number of the 
published works has the character limited in a 
number of parameters. Besides, many analytical 
works considered only pre-sanction conditions, and 
therefore their relevance is limited now [19]. 
Thus for the analysis of the existing instruments of 
financing of the foreign trade activities and the 
reasons constraining application of foreign practice 
of bank financing of foreign trade activities 
normative legal acts of the Russian Federation, 
scientific publications and economic literature, 
works of scientists and specialists in bank financing 
and external economic operations and also the 
websites of the specialized financial organizations 
served. 
System approach and also such methods as 
comparison, the classification and analysis which 
allowed investigating multilaterally experience of 
bank financing of foreign trade activities, to define 
features and advantages of separate tools and to 
reveal the factors interfering use of these tools by 
the Russian banks formed a methodological basis 
of a research. 
3. Research Results 
Long time commercial banks acted as guarantors of 
the external economic transactions of clients. 
Development of forms of such transactions and 
expansion of borders of cooperation with the 
foreign organizations soon promoted creation and 
the offer of new forms of bank financing of foreign 
trade activities. However, not all instruments of 
financing are equally actively used in Russia and in 
foreign countries [20]. The greatest distribution in 
Russia was gained by commercial crediting which 
in turn includes the following forms of the credit: 
acceptance, signature, bill, overdraft, factoring, 
forfaiting, letter of credit, leasing. 
To the bank credit the letter of credit, leasing and 
relatively young tools are most often considered an 
alternative: factoring and forfaiting. 
Factoring is more specific kind of the credit where 
the factor (usually credit institution) accepts all 
credit risks. In the international practice the big part 
is assigned to export factoring, that is sale by the 
exporter to a factor of the short-term receivables 
(figure 1).  
 
 
Figure 1. The countries in which factoring is 
applied for 
 
financings of export transactions 
As a rule, export factoring includes the full list of 
the services rendered by a factor including risk 
reduction, maintaining the currency account, 
service of receivables. Three parties participate in 
direct model in the scheme of factoring: importer, 
exporter and export factor.  
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Unlike forfaiting, factoring transactions can be 
made both with the right, and without the right of 
regress and get it only in case of recognition of 
receivables invalid or emergence of disputes 
between the buyer and the seller over delivery time, 
quantity or quality of goods. Forfaiting as a funding 
mechanism for foreign trade activities appeared 
owing to the international integration and 
weakening of the state restrictions for export 
activity however was not widely adopted in Russia. 
The essence of forfaiting consists in acquisition of 
debt papers by credit institution without the right of 
regress in case of failure to pay on demand [21- 
31].  
The letter of credit acquires special relevance when 
the transaction is made for the first time with new 
contractors, information on whose activity is 
limited. In this case the importer obtains a certain 
guarantee of purchase of goods of a certain volume 
and quality, and the exporter – money in full. 
Leasing, being an alternative to the bank credit, 
represents long-term rent of the equipment and 
vehicles with the right of repayment [22].  
Trends of development of factoring in the 
developing and developed countries still differ: 
while in developing countries banks use simple 
financing under a concession of debit debt, 
participants of the developed countries try to 
diversify and improve service [23, 32].  
Forfaiting operations also gained development 
abroad, in particular, in the London financial 
market, in India, Italy and Switzerland where 
initially was followed by state support. It is known 
that in the Russian practice the procedure of 
consideration and coordination of contracts (terms 
of transaction) differs in bigger specification. In 
addition, there are some other barriers [24]. For 
example, it is difficult for western organizations to 
find the suitable guarantor or the guarantor for the 
bill of the buyer owing to the high level of risks in 
Russia. 
The imperfection of the Russian legislation remains 
the biggest problem of introduction of services of 
factoring in the banking sector at the present stage. 
Despite rather important amendments, questions of 
practical character continue to remain: contest of 
the situations connected with factoring operations 
in arbitration courts, work of consultants and 
auditors, requirements to drawing up and 
performance of contracts [25, 28-30]. One more 
problem of application of factoring is the system of 
taxation. At the moment the Tax Code of the 
Russian Federation does not contain chapter or 
point devoted to factoring taxation.  
Simplicity and speed of coordination of terms of 
transaction are considered as the main 
characteristics of forfaiting transactions. It is 
known that in the Russian practice the procedure of 
consideration and coordination of contracts (terms 
of transaction) differs in bigger specification.  
Owing to similarity with factoring, development of 
forfaiting is interfered by the similar reasons. At 
the same time, there are problems peculiar only for 
forfaiting. So, in the international practice there is a 
tendency to syndicating of banks as creditors for 
the purpose of division of forfaiting papers (the 
transaction sum). In Russia there is no practice of 
merging of banks for the sake of large deal of 
clients, besides such scheme would complicate the 
documentary address and affected remuneration of 
forfeiters. Forfaiting operations have restriction on 
transaction currency: the currency has to be freely 
convertible that obliges the Russian exporters to 
convert currency and increases currency risk. 
 Leasing acts as one more alternative to the bank 
credit. Despite a number of specific shortcomings, 
leasing along with factoring gain popularity in the 
sphere of bank financing of foreign trade activities 
that shows the aspiration of banks to diversify 
services for the purpose of preservation and 
increase in the customer base (table 3). 
 
Table 3. Share of the bank credit, leasing and factoring in structure of financing of foreign trade activities in 
Russia 
Financing tool 2014 2015 2016 2017 2018 
crediting 90,7 90,3 89,1 86,8 84,3 
leasing 3,8 4,3 5,1 6,8 8,8 
factoring 5,5 5,4 5,8 6,4 6,9 
 
 
Choosing a financing source, potential clients 
analyze the offered tools by different criteria. The 
most significant criteria of comparison are 
presented in table 4. 
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Table 4. Comparison of instruments of financing 
Criterion 
comparisons 



















to 180 days 
Long-term: up to 
several years 
Average and long-
term: from 180 to 
several years 
providing necessary unnecessary 
Providing in the 
form of a guarantee 
of the third party is 
necessary 










Depends on the 
sales volume of 
the borrower. 
It is limited 
opportunities 
factor 
Can reach several 
hundred millions of 
dollars thanks to 
sindiration of 
forfeiters 
It is not limited 











validity of the 
export 
contract. In an 
average, 14% 
Depends mainly on 
the term of 
operation of the 
export contract. On 
average, 15% 
Depends on project 
cost, the term of 
operation and 





In the day 
stipulated in 
the contract 
In day of 
delivery 
goods 
In day of delivery 
goods 
The designated 
equipment comes to 
the terms stipulated 
in the contract 
 
Meanwhile, any financing of foreign trade 
activities is accompanied by a certain set of risks 
which can negatively affect the reporting of bank. 
Expanding a line of financial products, banks have 
to be ready to increase and risks. Author's 
assessment of instruments of financing of foreign 
trade activities in terms of nonspecific risks is 
presented in table 4. 
 
Table 4. Assessment of instruments of financing of foreign trade activities on risk level 
Risk Factoring Forfeiting Lising Letter of credit Bank credit 
operational 7 8 6 6 2 
currency 9 9 7 9 3 
percentage 4 7 2 2 2 
economic 9 9 9 9 8 
political 9 9 9 9 9 
system 4 5 3 3 1 
legislative 7 9 7 4 6 
branch 7 9 9 3 1 
Total risk 56 65 52 45 32 
 
Each tool has both specific risks, and general 
(nonspecific). It is possible to refer fraud risk, risk 
of non-payment, risk of non-performance by the 
supplier of terms of the contract or risk of return to 






The review shows that Finance supply chain 
management is a scientific field at its infancy, with 
exponential growth in interest from researchers and 
practitioners, mostly driven by the current financial 
crisis and the consequent recession. By results of a 
research of problems of bank financing of the 
external economic activity in supply chain strategy 
it was revealed that despite demand the 
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conventional problems interfering introduction and 
effective use of some tools exist participants of 
foreign trade activities of external financing.  
In particular, it concerns the tools extended abroad: 
factoring and forfaiting. Besides similarity of 
settlement schemes, tools unite also the reasons of 
their absence among services of the Russian banks. 
"legal rehabilitation" has to promote gradual 
distribution of factoring in Russia first of all, 
including, it is necessary making the following 
changes to regulations: 
- to add point to the Tax Code of the Russian 
Federation on an order of taxation of factoring 
transactions, definitions of tax base, terms and an 
order of charge and payment of taxes; 
- to specify an order of reflection of factoring 
financing in financial statements of the 
organizations. 
The letter of credit and leasing are the most 
competitive tools for today in comparison with the 
bank credit as for their functioning all conditions 
are created. Remain the main levers of stimulation 
of these types of financing the price policy and 
increase in competence of bank employees which is 
expressed in consultation of clients and attentive 
paperwork. 
Thus, the offer banks of the instruments of 
financing other than the simple credit, perhaps in 
the near future at elimination of normative and 
technical problems. Despite rather a low share in 
GDP of the country, the program of development 
of small and medium business assumes increase by 
2030 in a share of SME at the level of 40-50%. One 
of factors of achievement of the goal is not only 
preferential financial security, but also the 
comprehensive support of activity which is not 
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